IV. SLC/CCLC

69. If a portion of the CC . charge represents a subsidy to support universal service, what
is the total amount of he subsidy? Please provide supporting evidence to substantiate
such estimates. Suppcrting evidence should indicate the cost methodology used to
estimate the magnitudc of the subsidy (e.g., long-run incremental, short-run
incremental, fully-distributed).

The CCL charge repr sents an apportionment of the relative costs for use of the local
loop between interstate and i1-frastructure users. As a matter of law, all users of the local
loop should pay some portior of the cost for their use thereof. As the Supreme Court made
clear long ago:

It is obvious that, unl:ss an apportionment is made, the intrastate service to
which the exchange p-operty is allocated will bear an undue burden . . .

Smith v. Illinois Bell Tel. C::., 282 U.S. 133, 150-51 (1930).

70.  If a portion of the CC'L charge represents a contribution to the recovery of loop costs,
please identify and discuss alternatives to the CCL charge for recovery of those costs
from all interstate tel :communications service providers (e.g., bulk billing, flat
rate/per-line charge).

The CCL charge rep esents a recovery of a portion of the local loop cost from
interstate service. Provided that a reasonable share of the cost of the interstate carriers’ use
of the local loop is recovere | there may be various methods which could achieve this result.
V. LOW-INCOME C('NSUMERS
71.  Should the new univ :rsal service fund provide support for the Lifeline and Linkup

programs, in order t» make those subsidies technologically and competitively neutral?

If so, should the amount of the lifeline subsidy still be tied, as it is now, to the
amount of the subscriber line charge?

Congress did not int :nd for the Commission to alter the Lifeline program. See 47
U.S.C. § 254(j) ("Nothing n this section [254] shall affect the collection, distribution, or

administration of the Lifelire Assistance Program . . . ."). The Conference Committee
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explained that "[n]ew subsection 254(j) has been added to clarify that this section [254] is not
intended to alter the existing »rovision of Lifeline Service to needy consumers."” Joint
Explanatory Statement at 134
V1. CONCLUSION

For the Commission t) further the objectives of universal service in this proceeding,
it must target assistance to those subscribers and eligible telecommunications carriers (ETCs)
most in need of such assistar:ce. The Commission, therefore, should direct universal service
assistance to ETCs serving l:'w income individuals in areas of low telephone penetration.
Second, the Commission shculd target a portion of universal service assistance to promote

network expansion to low in :ome subscribers.
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